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CHAPTER I 


INTRODUCTION 

The word reports connotes varying thines to different 
people, The business man would probably immediately envision 
the annual report if asked about the important reports in 
his business: the certified public accountant would think 
in terms of financial statements audited periodically; while 
the comptroller would possibly concentrate on operating or 
performance reports prepared to meet the needs of management, 

Literally, the word report, means to carry back, and 
is derived from the old french verb reporter,+ Webster's 
Collegiate Dictionary defines a report as an official state- 
ment of facts, an account or relation, especially of some 
matter specifically investizated, Still another definition 
has been siven that a report, whether prepared on a printed 
form or blank paper, is a medium used to forward information 
to others,* Dr, Calvin D, Linton defines a report as an 
orderly and purposeful arrangement of the important facts 
relating to a single topic desicned to support a specific 


conclusion,” The Wavy defines a report as written narrative, 





lo. p, Linton, How to vrite Reports, (New York: Harper 
& Bros., 1954), p. 17. 


er. A, Herrmann, Office Methods, Systems ani Procedures, 
(New York: The Ronald Press Company, io50), RP. 1. 


JLinton, @p, cit., Pp. 1T. 
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tabular, punch card, or graphic information transmitted from 
one office to another, + 

The term report as used herein will be confined to 
those reports which have become known as internal managerial 
reports, Attention will be directed to this concept of reports 
as the working tools for management control in industry as 
well as government, 

In discussing menagement all key employees who are 
called upon to make decisions will be included, for actually 
it is the sales manager ani the foreman in the shop who make 
the decisions that really prevent waste of material and man- 
power, It is the stock control supervisor rather than the pro- 
duction manager who provides adequate protection of inventories, 
No study of reports as the key to management control could 
feasibly neglect the level at which actual control is exer- 
cised, Control will be considered as incluiing three component 
processes: 

1. Adoption of a plan, : 

2. Reporting of actual performance as compared with 

the plan, 5 


3. Makinz decisions and taking action, 


The success of a business depends upon managenents' 





dy, 39. Navy, Reports Analysis and Control Program Manuel, 
(NavExos P-614), Administrative Office, Department of the Navy, 


(Washington: Reprinted January 1955), p. 31. 


. 5. Sutherland, "Internal Reports to Managenent," 
The Controller, (April 1955), p. 176. 
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D 
decisions, These decisions shoul be based largely on facts 
and their interpretations, 

Anyone who has witnessed the growth of a large and 
successful business from small beginnings can testify 
that at some soint the growth process compels a period 
of read justment- from management through personal 
pemehy is heat to the principal of management by organiza- 
tion. 

Management has three ways of obtaining information con- 

cerning what is happening in an organization: 

1. Personal observation 

2. Contact with subordinates 

3. Reports 

In any large business enterprise or in the normal 
government agency it is no longer possible for the executive 
to personally observe all operations or to keep in constant 
contact with even the Key subordinates; therefore as a 
Substitute, management has resorted to the technical service 
of reports, 

While attemptinz to develop the criteria for reports 
and revortinz systems that produce the type of reports that 
can be the key to management control it must be remembered 
that reports are an aid to and not a substitute for management, 


They are not an end in themselves, 


The development of reports which ere worthwhile tools for 





lp, F, Bradshaw & C, CG, Hull, Controllership in Modern 
Manazement, (Chicago: Richard D,. Irwin, Inc., 1940) p. 45, 

2A G, Saunders & C, RR. Anerson, Business <Haper 8, 
(New York & Lonion: MeGraw-Hill Book Co. , 1950), ll. 
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4 
management in modern industry and in government will be shown 
through presenting first, the principles of prevaration and 
presentation of gooi recorts; next, the factors of an effective 
reporting system will be given; followed by a discussion of 
current trends in reporting and finally, the comptrollers' 
responsibilities for reports will be outlined. From these 
segments it is hoped that we have conclusive evidence that: 

A properly controlled, weli-planned system of reports 
is the hearts blood of an organization's communication 
system, Revorts used to transmit information of special 
interest and inportance make possible the prover méasure- 
ment of performance, ensurs compliance with management 


policy and proper schedulins of work, ani facilitate the 
coordination of widely dispersed and diversified operations, t 





lp, A. Lamperti & J, B. Thurston, Internal Auiitin 
for Manazement, (New York: Prentice-Hall, 1953), p. 281. 
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CHAPTER I1 
PRINCIPLES OF REPORT PREPARATION AND PRESENTATION 


A century 011 juotation from Abraham Lincoln provides 
a clear motivation for preparation an’? presentation of reports. 
It reads, "If we couli first know where we are and whither we 
are tending, we could better judge what to do and how to do 
ds.” 

-— 

Management people can weiczh results, make decisions 
in new areas, and issue new instructions if they have become 
acquainted with the essential related facts, Efficiency 
at the top depends almost entirely on the report coverage an‘ 
quality of the information that reaches it from all the opera- 
tions of the organization, Every item should have a meaning 
and it certainly should not be left to management to pick out 
helpful items from a maze of statistical and other data,* 
Good management calls for a minimum of reports giving 


the right king of current information, Reports can be a 


Great benefit to business, but they can also be a great burden, 





"Fewer, but better reports, "> Should be the slogan of any 


ly, 5S, Army, Office of Comptro.ler of the Army, OCS, 


Headquarters, ctical Guide to Review ani Analysis, (Wash- 
imston: Department of the Army, March 1954), p. 1. 
@Lamperti & Thurston, ep, cit., p. 281. 


3, E. Jarchow, “The Influence of Reports on Top Manace- 
ment Decisions," The Controller, (May 1951), p. 206, 
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member of an organization who is responsible for report pre- 
paration, according to the vice-president and controller of 
International Harvestor Company. The controller of the DE Laval 
Steam Turbine Company believes that "management is overloaded 
with non-digestible ficures Jt 

Mindful of these comments, let us look further into 
the technisues of preparinz and presenting reports. Effective 
preparation of a report requires consideration of the manner 
of presentation, for a report that will be given an oral re- 
view at time of presentation certainly need not be as detailed 
as one that will first be discovered by management in his lonely 
office as he empties his incominz mail basket, 

As previously cited, the word reports literally means 
to carry pack, * The meaning alone infers that a report is not 
original information, From management enzineering we learn 
that when ths element of transportation is involved a record 
becomes a report, Since it is estimated that there are 
25,000,000 cubic feet of rovernment records in storage the 
need for selectivity in preparing reports from the records 


available should be evident. 





dy, A. Neuman, Jr., "Simplifying Management Reports," 
The Controller, (October 1949), p. 468. 

2Linton, en, Git., p. 17. 

2c, Clewlow, Lecture delivered to The Navy Graduate 


Comptrollership Group, George Washinzton University, Washington, 
March 29, 1956, 
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If report readers had time to examine all psrtinent 
data for themselves, report writing woull cease to be a needed 
profession, Both business ani government have far too many 
glib, superficial advisory reports which give little or no 
help to the man that must make decisions, It is necessary that 
a thorough analysis be made to determine the principles of pre- 
paring a zood report, 

Me, J. F, Lillis, Comptroller of the Burroughs Cor- 
poration, has summarized these basic principles of report 
preparation as follows: 

1. Make it accurate, 

2. Make it complete, 

3, Make it fulfill its primary ob jective, + 
Since the objective of all reports is to induce the reader to 
take the richt kini of action how can we insure thet a report 
will induce proper action?’ 

First, a thoroush analysis must be made of all per- 
tinent data, Before we can analyze, hovever, we must make 
eertain throuzh orderly collection of information that at least 
@ representative raniom sampling of data has been accumulated 
and properly classified, For financial reporting this is rel- 


atively easy if the accounting system ani the chart of account 





lpne American Manavement Association, Reports to Top 


as for Effective Planning and Control, ed, Elizabeth 
rting, (New York: American Manegement Association, 1953) p. 7. 
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have been tailored to the organization and have been designed 
to facilitate the communication of results. 

Seconily, the results must be interpreted to reveal 
the problem clearly, ani indicate desired action, The inter- 
preter must be a person who not only understands the figures 
presented, but also be thoroughly familiar with the organiza- 
tion as a whole and its relation to the broad business and 
economic point of view, | 

Thirdly, the presentation of the report must be care- 
fully considered in advance, The appeal of a report is con- 
ditioned largely by the definiteness with which the writer can 
judge the equipment of the reader, The writer must have knowl- 
edge of the vocabulary of the field in which he is employeda,+ 
Proper timing is very important in report presentation and is 
the means of arousing a receptive attitude, 

Six situations which sharpen the appetites of management 
' for reports: 


1. Situations thet indicate that control is re uired, 
2. Attitudes of the controller's and accountant's 


staffs, 
3. informal talks between executives of different 
organizations, 


4, Company auditors’ reports, 
5. Technical, business, and educational publications, 
6. Advise of management consultants, 





: 1g, P, Baker & A, C, Howell, The Preparation of Reports, 
(New York: The Ronald Press Co,, 1938 


“sutherland, op, cit., p. 175. 
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9 
Obviously circumstances of the climate in which the company 
Operates dictate the acproach in each cas6, 

Fourthly, some sort of follow-up is re;uired to see 
that recognition is given the problem ani that action is taken, 
Herein, tact and ability to recognize the opportune moment 
are of immeasurable value, Many times the results are com- 
pletely dependent upon perseverance at the strategic moment. 

"Failure to recognize that each report is designed to 
do one thing and one thing only lies at the bottom of much 


wasted time and effort, both the writer's ani reader's," 


says 
Mr, Linton, + Many times the same statistics are pertinent to 
more than one report, but that certainly does not sive license 
to subject executives to all the data essential to the several 
projects, For instance, suppose that an organization was trying 
to determine the practicability of opening a retail shoe store 
in a certain town, At the sane time the Navy was surveying the 
area to ascertain the feasibility of openings a training center 
there, Population figures, temperature, climatic conditions, 
and transportation availability would have esual significance 

in Doth surveys, but the objectives of the two reports would be 
Completely different. Ina good report the aim is immediately 
apparent at the beginning and is usually summarized at the end, 


A report is not a suspense story, but is prepared to create 





lninton, op, cit., p. 50. 
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10 
understanding from the start, In line with this thought the 
format for governmental budget presentation provides the total 
lines at the top of the form with breaxdown figures following, 
The cursory examination is thereby facilitated in that the 
detailed figures are available, but do not becloui the end 
picture, 

In order to write a clear, concise report the writer 
must have a passion for precision, His writings must be 
characterized by honesty; objectivity, neither distorting 
nor suppressina facts; rationality; completeness and stylistic 
unobstrusiveness, 

Clearness in the text depends primarily upon pre- 
vision; conciseness depends almost entirely on revision, The 
facts must speak for themselves,+ Simplicity ani sincerity 
are greatest allies of forceful expression, * 

Any student of English history is familiar with Lord 
Nelson's message, “Enzland expects every man to do his duty," 
He mizht well have rephrased his message to read, "England 
anticipates that as regards the current emergency personnel 
will face up to the issues ani exercise anpropriately the func- 


tions allocated to their respective occupation groups," Who 
a 
Baker & Howell, op, cit., p. 65. 


- De A, walker & ¥, R, Davies, Iniustrial Internal Audit 
pre Tort, Toronto, London: McGraw-Hill Book Co., inc., 1951 
Pp. O4,~ 





uu 
o02 Sead shape pin onl Peme ee 
lates «20 eet tve™ Geusetenequy cunniitinnaibeiedll 
etre bet sewupel cermbesemd ice cowl atm tq, ger ond ins 
tot tend at hwbedtidve? peewee «) eolvusiucw qc y 
tar wo Mehl! jee ot S00 el oallewe bee wrdd beii 

















~ “es 

Teter 8 ore, Thangs yaa O & ag tw ef ceive az 
o see os bene * .@ |) steer ~e? motinmag) & bret ’ 

salt rel Btetien ,-Sfaisew yuo ¢sSeeuns yo hese 
Cllmalege low evecwer ito puriisneiaces peguald 


afin 


res = 


-e™ aowe Ulisse ing teumwel dees ete ob eee. 
OWE MMSE DVE) Ge Tle\itet J ecede ehoaeel ereresionse poole 
y/Pvemer poe eocetscet® 4, new eseute wee feude fou otem 
‘ mcanpueet Lvtorwet to-eeteles 
‘—<ai «tie oedlieet «¢ yore te edGg te igetute yok © 
"et whet om 6d Ane ere edemeee Amato” ,capeeem 
Sorina”) “(Bam Ge epeeeem 422 Leoerein oem Chee I) te 
Ler tee «aT eew Jrecun aff afnepew ae Jet? enam | 
~auu el Bede etome Selonert “ne eeots |) a2 of get 
of 6". cauee a reaumene 7) Spee ent siedd ca batoontis » 


ry w vedo is thew “* 


seeTyeD yl x ee ge a rr 
serie 1 niga; ,efaerct , 


ee ate a 











e), 








11 

today would recall such an outstanding example of eloquence? 
Generally speaking clearness an‘ forcefulness are obtained by 
use of vicorous verbs and precise nouns, These are more im- 
pressive than mojiifying adverbs ani adjectives, ‘Yhen possible 
active verbs should be used, Effectiveness is often lost by 
overburdening with words,+ 

The principles of report preparation andi presentation 
are summarized unjer fifteen headings, These headings are 
underlined ani are iirect suotations as iniicated in the foot- 
netes,* The supplementary notations represent original thousht 
unless otherwise indicated, 

1. Reports should contain only essential facts. 
This relates back to the principle of being ever mindful of 
the objectives of the report, Great care must be taken to in- 
Bure that the report is complete ani that pertinent information 
is not withheld, 

2. Reports should be simple ani clear, Complexity 
of style has always plagued writers in all types of writing, 
By way of illustratinz that this is not anew difficulty let 
us examine a letter written by Napoleon to M, de Champagny, 


Duc de Cadore, the then Minister of Foreign Affairs of France, 


“ 


ly, 9. Bureau of the Buiget, Staff Instruction No, 7, 
tions for the writing of Division Reports, (Washington, 
e Be 9%, 


“3, B, Heekert ani J, D, Willson, Gontrollership, 
(New York: The Ronald Press Co, 1952) pp, 3°7-390, 
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12 
Paris, 17 January 1810 


I send back your report about Rome, It strikes me as 
being weak, and contains some doubtful assertions, 
when you say that the entry of the troops into the 
March of Ancone was not an act of hostility, you put 
yourself in the wronz, an! brinc forwar’d \vestions 
which would startle Hurope, 


The style is not sufficiently business like; what I 
want is hard reasoning, not pictures ;,ueness, I will 
ask you, therefore, to remodel this report ani return 
it to me, Generally speaking, the report has no divi- 
sions or plan and Leaveg no impression on the min} 
after it has been reni, 


-o Inedites de Napoleon ler - 1810, Tome Second, 
Pp. 


>. 
familiar to the Executives who will use them, A report show- 


ing the amount of time ani material used in manufacturing a 


Revorts should be expressed in lanvuave ani terms 





product is more meaningful to the proiuction foremen if ex- 
pressed in man/hours ani units of weight respectively rather 
than by dollar value of cost of manufacturing, The figure of 
$4 Million is just as meaningful to the Board of Directors as 

a specific ?3,999,984,.49 ficure ani does not clutter the mind 
or the paper with insignificant detail. 

4, Informetion should be presented in lozical sejuence, 

A great deal of emphasis is given today to establishing basic 
documents, such as the budget, in locical sequence in order 


to facilitate comprehengion of the whole picture involved, A 





ly, H, Borden & 5, P, Learnel, Sursestions on Report 
qPitin., (Boston: Copywrited By the Presijent an? Fellows o 
arvard Colleze, 1930) No paces iniicated. 
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13 
significant trend in this line has been jescribed by G. C. 
Ludolph, in the preparation of a balance sheet, reheaied as 
"the statement of financial position’ in which the current assets 
listines are impeiiately follovel by current liabilities, The 
difference petween these two totals provides instant knowledge 
of the womens capital figure, This latter is considered the 
most important fizure available from the balance sheet by many 


corporations today.+ 


5. Reports must be accurate - This does not mean 
that accountinz reports are accurate to the last cent. tffective- 
ness of a report is often lost through delays in order that the 
accountant may check minute inaccuracies which will not effect 
Management decisions in any way, Many companies have adopted 
the rounding off to the nearest dollar, thousands or millions 
of dollars as appropriate to obviate needless details, 
It is much more important to review reports to see 
that they appear sensible, A quick check for this is 
provided by a comparison with previous reports ani a 
general soincs-over from a business standpoint, 
6, Revorts should reveal sicnificant trends and 
relationships, This principle will be developed further in 
@ succeeding chapter, For completeness of this listing it is 


pointed out thet whether a figure represents an increase or 


: lg, C, Ludolph, “Recent Trends in the Presentation of 
ancial Statements, The Controller, (March 1947), p, 120, 


| “B, Cadmus & A, J. £, Chili, Internal Control against 
Fraud ani waste, (New York: Prentice-Hall, Inc., 1953), p, 26. 
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14 
decrease in cost over that of a comparative period is far more 
significant than a noting of the actual dollar cost, 
7. The form of the presentation should be suited to 


the executive who will use it. Any element of distrust in 
graphic charts or statistics must be sensed by the reporter 





and regardless of his own feelinzs he must cater to the 
eccentricities of the boss, Special consideration will be 
given to graphic presentations under a later chapter, 

He must serve his management by beinzs close enousch 
to them to understand their need, ani to match their 
thought processes with the proper method of presenting 
factual information on current operations, At all times 
he must be considerate of their responsibilities ani the 


limitations of the working day by proviijing them with 
@ maximum amount of information in a minimum of figures,+ 


8, Reports should be timely, The time to correct 
a faulty operation is when it is beginning to happen, The 
frequency of reports varies with types of organization as well 
as with the subject of the report. A cash position report, 
or a report on spollage could conceivably be required daily, 
To report progress on the construction of a major ship daily 
would involve needless time and expense and would not provide 
management with any valuable information, A fine balance is 
required in the frequency of reports to provide immediate 
control over specific activities ani timely periodic control 


over more general phases of operations while still preserving 





INeuman, op, cit., p. 468, 
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15 
report timeliness, Many companies and government agenices fur- 
nish management with flash reports of general ficures followed 
later by detailed actual statistics when available, Reports 
are said to decrease in effectiveness in direct proportion 
to the time involved in preparation, Prompt reports are a 
good indication of good planning and coordination, They are 
devised to place the facts in the hands of the executive when 


he can use then, + 


9. Reports should be either self-explanatory or 
interpreted, A report that presents all the essential facts 
needs little interpretation, Any assumptions or reasoning used 
to interpret the report should be specifically pointed out, 

10. In general the principle of "exception" should 
be followed, The effective use of control by “exception” pre- 
supposes the establishment of basic standards or measurements. 
Variances from these standards are then reported ani the 
executive may assume that any unit, function, or activity 
not reported is operating according to plan, Some executives, 

| | however, want to see all the figures, When this is true all 
the figures should be provided, 


ll. Revorts should be standardized where possible, 
Basically a report form is only the vehicle for the report, 





dt Doris, Corporate Treasure's ani Controller's Handbook, 
(New York: Prentice-Hall, Inc, 
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16 
Where feasible, stanijardization of similar reports from 
different units facilitates consoliiations ani eases the 
comprehension process of thse executive confronted with the 
a@different reports. 

12, The report design should reflect the viewpoint 
of the executive. This follows with three and seven above, 
There is no need to distract the front line supervisor from 
the detailed data presented to him on the day-to-day operations 
for which he is responsible by providing him with the overall 
eorporation picture of statistics required by the Board of 
Directors. Conversely, the Board normally has no use for the 
detailed breakdown of the projuction center, Its understaniing 
should not be impaired by even the blank spaces on a form that 
eould be used throughout all levels of management purely because 
of a desire to use a standardized form, 

13. Reports must be useful, External reports are 
often required by directives over which management has no 
control, This is beyoni the scope of this paper, Internal 
reports are designed to fulfill management's requirements in 
each individual organization, therefore, there can be no real 
excuse for continuation of a report which has outlived its 
uséfulness, This is one of the major problems in zovernment, 
Few top executives are interested enough to weigh the usability 


of the old form against adopting a new one if providing the 
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17 
new ons takes additional time, The human relations problem of 
resistance to change enters into this problem also, 

To make a report usable it should carry only those 
figures over which the receiver has some control,+ The in- 
clusion of central office overhead fisures or a pro rata share 
of taxes, depreciation, and insurance in a pro‘jluction or sales 
department report gives the production or sales manager an 
alibi for poor performance at increased cost, If these fizures 
aré included they shouli always be completely separated from 
the direct and those indirect costs fizures which are readily 
identifiable with the protuction or sales department, 

14, The cost of reports preparation should be 
considered, The "we-ought-to-have-the-information-in-case- 
someone-wants-to-know" a-proach to reporting is wasteful of 
effort, expensive, ani rarely, if ever, pays its way, The mere 
availability of detailed breakiown figures after a good cost 
accounting system has been installed does not justify accumu- 


lating all these figures regularly, 


15. The cost taken in preparing a report should be 
GCoumensurate with its use. <Any report worth preparing should 


be checked, but any report going to top executives should be 


ly, J. Vatter, Mansgerial Accountine, (New York: Prentice- 
Hall, Inc,, 1950), p. 118, 
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18 
double checked. The slichtest inaccuracy shakes the con- 
fidence of the receiver in the entire report, 

. « it would be illogical to expect the reader to 
attach a greater importance to the report than that 
manifested by the writer, and sloppy grammar implies 
that the latter ascribed small importance to the matter 
communicated, 

Many times an estimate will provide adequately accurate data 
and is much less expensive than actual data, If the report 
is an estimate, based on the best statistics available, it 
should be so indicated, 

Of necessity reports are post mortem, They must be 
prompt, accurate, complete ani impartial, If so they may be 
used with confidence in analyzing what has happened ani in 
shaping plans for what lies ahead, 

The development of good individual reports in conforn- 
ance with all the principles of prepsration and presentation 
of reports is only the first stenv in this study. The next 
phase is to coordinate the individual reports into an integrated 


reporting system which will serve management effectively, 
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CHAPTER III 
FACTORS OF AN EFFECTIVE REPORTING SYSTEM 


The term reporting system refers to a system of report- 
ing which provides for a continuing service of intelligence 
which is in consonance with a statement of what is to be 
accomplished: ani a systematic procedure for determining stand- 
ards, obtaining progress reports, ani for evaluating perfora- 
ance and accomplishments, Basically, any reporting system 
should be established to accomplish two purposes; 


1. To furnish policy-making executives with the 
data neceasary to enable them properly to formulate the 
policies for the operations under their jurisdiction 
ani department heads (below the policy-making level) 
with data enablins them to run their departments, 


2. To supply to executives data enabling them to 
determine whether they have achieved safbisfactory per- 
formance by measuring results obtained, 


The development of a zoo’) reporting system calls for 
attention to a number of fundamental factors: 


1. Unity of the reporting systen, 

2. Standariization, 

3, Flexibility, 

4. Relation of basic records to reports, 

5. Control of reports and report forms, 

6. Effect of the general economy ani the growth 
trend of the company upon the reporting system,¢ 





ly, H,. Rowland and W. H. Harr, Buizetine for Manage- 
ment Control, (New York: & London: Harper & Bros,, 1945) p, 30. 


@L, Doris, op, City p. 307. 
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20 
While these faetors are somewhat self-explanatory it is believed 
that they are sufficiently pertinent to establishing reports 


as the key to management control to discuss them in detail, 





The relation of each report to the overall system 
must be studied, In companies where a decentralized reporting 
responsibility has been established some centralized control 
must be assigned or duplication of information, or psrhaps, 
e6ven worse, statistics which do have real yalue may be entirely 
neglected, Lack of centralization of the reporting resoon- 
Sibility often results in presentstion of biased data, Operate 
ing heads are inclined to emphasize those statistics which 
make their departments look good, Tnis leads to confusion and 
results in wasted effort both from the reporting stanipoint | 
and from the receivins end, 

In many corporations ani in the Navy reference books 
of reports are prepared for inilivi-‘lual executives, To facil- 
itate his comprehension ani use, reports shouli be prepared on 
Standard size paper with the title in the same location on all 
reports, Comparative jiata should be uniformly presented, 
@, g If the first column provides actual data and the second 
column shows bu*get data on one report this order should be 
followed throughout, ‘hen ths report gives data for more than 


one unit or livision the sane orier of listine activities should 
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be continued on subsequent reports to facilitate selecting 
related ficures from one reporting period to the next. As 
@ seconiary advantage of standariization filing and binding 
are facilitated. 
Flexibility 

Business is dynamic, Reports uncover facts which are 
dynamic, They are designed to “start things" when the facts 
are brought to the attention of people who are responsible and 
have the power to act.+ If the system is not flexible to 
changins conditions it will be (deluged with requests for 
special reports, Special reports are often merely a rearrange- 
ment of previously presented data to meet the particular 
interest of an iniividual, Every rej;uest for a special report 
should automatically start an investication of management 
reports requirements to insure that the reportinz system has 
encompassed any changing situations that mictht have motivated 
the request for the special report, 
Relation of Basic Records to Reports 

Unless a close relationship exists between the system 
of basic records an? the reports to be proviied management 
both the record system ani the reports system are likely to 
be inefficient, Reports normally should flow through regular 


communications channels, Good organization provilss these 


eee 
saunders & Anderson, op, cit., p. 29. 
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22 
channels and the people responsible for the operations of the 
record system should be fully aopreciative of the fact that 
the records are merely & means to an en}, This relationship 
has been summed up by Mr, I, 0D. Dawes as follows: 


While there are certain basic principles of btook- 
keeping and auditing that must be followed an’ cannot 
be sacrificed to the whims of operating men, neverthe- 
lese, the accountinz system, anid particularly the cost 
accounting system, should be desizned primerily for the 
use of the operators of the business anid not the cost 
department. ... It is very important, in the installa- 
tion of a cost system, to have in mini the type of 
reports thet will be most useful to tne operators ani 
then to work back from those reports to the. installation 
of the cost methods that will produce then, 


In this diecussion only recurring reports were considered, 
special reports often require special treatment, 


Control of Reports ani Report Forms 


Lack of control of reports ani forms is: evidenced 


by: 

1, Use of different sizes ani shapes of paper for 
reports, 

2, Presentation of too many reports an’? useless 
information, 


3. Overlapping and duplication of information, 
4, Indefinite continuation of a special revort., 


To install an effective control system however, involves 





a Doris, op, cit., p. 808 
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25 
selling the program to top management, The ever increasing 


paper work responsibility of executives is one of the serious 





problems of larger iniustry anid sovernment. Ordinarily this 





flood of papers occupies so much tims that executives do not 
have time to solve the operating problems that confront them, 
In 1945 representative from Ford Motors, Burrouzhs 
Corporation, Carrier Corporation, Koppers Company, and 
Thompson Projucts, Inc,, held a conference to consider all 
phases of reportins problems, Thev concluded thet cleaning 
up prograns were usually limited to refinine what is in 
existences that the criteria for cuttinz or keeping reports 
ere personal preference and preconceptions and do not even 
attempt to rebuild the structure, One of these conpanics, 


however, was able to enlist top-management's interest and 


succeeded in eliminating seventy-five per cent of its reports, 





The system used was to start on the problem with ths avproach 
of “who needs to know what, and when", The company's real 
performance measurement needs were defined, The result of 

this aporoach was to cut the number of reeurrinc reports from 
560 to 140 with a reduction of the number of copies distributed 
from 2,300 to 460, The president foun® thot all the informa- 
tion he needei coull be obtained from eichteen reports rather 


then from wastinz his time thumbine through the eichty-three 





reports which were previously placed on his desk, It was 
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only throuzh his receptive attitute to the adoption of such a 
Gompletely revolutionary system of reduction in paper work that 
80 much Was accomplishea, 

With the installation of electronic computers sere 
fous thoucht must be given to requirements for the ready avail- 
ability of information can leai to the accumulation of masses 
of data of jusstionable value, 

Reduction in the quantity of reports ani forms is one 
aim of control, but an equally important one is to improve 
the quality of existing reports, In meakins a survey of the 
@xistinz reports the followinz type of questions should recuire 
explicit answers from the requestor: 
. is the requestor identified on the report? 
Are there standard instructions for its preparation? 
What is/are reason(s) for requiring? 
What is done with report when received? 
From whom is report to be received? 
. Are there any other related reports? 

7. What is the estimated man hour requirement to 

prepare the report? 


This type of questionine requires enough research that 
the requestor will often voluntarily give up the report, © 


NU FON KH 
6 


The report's control system of the Navy administered 
by the Administrative Office of the Secretary has not proved 
nearly as effective as in the case of the manufacturing concern 
cited, The aize of the organization, the division of respon- 


Bibility for runninz the operating forces ani the shore estab- 





1.5, Adams & R, F, Neuschel, “Converting Management Re- 
ports into Profit Builders," The Controller, (October 1945) p.145, 


2Clewlow, op, cit., passim, 
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25 
lishnent and the defeatest attitude occasionsd by the magnitude 
ef the job of the personnel appointed to carry the program into 
effect joined to reduce the results of a renewed effort in this 
direction started immediately following vVorli War II, The 
control currently in effect 18 little more than a consolidated 
listing of all recurring reports requirements gathered as a 
result of a directive re ,uirinz approval from the Office of 
the Chief of Naval Onerations of each report resuirement put 
on the operating forces, There is a Navy-wide requirement 
that each bureau or office requiring reports must designate 
reports control personnel to review reporting requirements 
regularly. 

Fundamentally, the report's control system of the 

Navy as set up by the Secretary of the Navy in 1947 wes es- 
tablished to include six separate but related objectives: 

1. Reduce the volume of revorts, a present problem 
in the Navy, | 

2. Simplify reports; there are still too many compli- 
cated reports, 

3. Release for nore productive work the manpower now 
beinz spent in prepsring, distributing, receiving, re- 
Viewing ani filine unnecessary reports, 

4, Improve necessary reports, 


5, Control future reports. 
6, Maintain all report information on a current basis, 


ee eee 
U. 5S. Navy Department, 


"Reduction of Volume of Recurring 
Reports rejuired from the Operatinz Forces,” OPNAV INSTR, 
5215.4 of 12 dec 1952, p. 1. 
2u, S, Navy, Reports Analysis and Control Program M 


Op, cit., Pe 2, 
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Ineffective as this program has appeared to be it was 
estimated from reports received from the field activities and 
operating forces thet in the first year after its inception 
1,659,707 man hours were made available for more essential work 
by the elimination of unnecessary reports ani improvements in 
remainins reoorts,+ While this saving is not insignificant it 
4s only a beginning, Any conversation on this subject with 
representatives of field or operating units will verify the fact 
that only a beginning has been made in the Navy. 

Intelligent control of reports and report forms not only 
increases the value of the reports, but it also reduces the 
cost of preparing them by such a simple devise as insuring 
that the spacinz between lines on forms is identical to type- 
writer line spacinz, Thoucht should also be given to the 
Size of the forn to see if it cannot be arranzed on paper that 
will fit into the type of office machine normally used in its 


preparation ani available in an averaze business office, 





Company on the Reporting Systen 


We have seen that the purposes of developing a reporte 


ing system were to furnish data to all levels of management 


sufficient to enable thes to run their departwents ani to 
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p sratinz a business in a questionable economy much closer 


hrol will be necessary then if profits are practically 








matic because of the surplus of demani over supply, In 
sher case the reporting system should provide management with 
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4t needs ani wants when it can still do something about 











CHAPT*# IV 


CURRENT TRENDS IN REPORTING SYSTHAS 

Modern business of any substantial size cannot be 
managed inte Lligently without @ continuous and organized 
flow of information about the environaent in which it functions, 
4ts operating plans, an! the actual results of its operations,+ 
Gurréent publications huve enlarged the responsibilities to 
provide this flow of information to management in iniustry. 

Dr. Howard Stier, Director of Statistics and Analysis, 
of the National Canmner's Association, has divided ths reporting 
Bystem into five components: 

1. Organization and system to assemble data, 

. Analysis, 

3, Interpretation, 

4, Presentatign, 

5. Follow-up, 

Another authority waintains that the development of 
internal reports presenta three challenges: 

1. To conceive and desizn thse most effective type 

of report, 
2. To gather and process the proper basic information, 
3. To establish acceptance ani usefulness of reporting,> 


lpradshaw & Hull, op, cit., p. 51. 


; eu, Stier, Lecture to Navy Graluete Comptrollership 
Group, George Yashington University, achineton, Feb, 16, 1956, 


Sutherland, O2n £14,,P. 17S. 
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The last item mentioned in both listings is only re- 
eently added as a component of thse reportinzs systen, 

The frequency of misinterpretation ani micuse of 
data presented is incredible, the lack of un‘erstaniing of 
the purposes an} limitations of various tvpes of reports in- 
dicates a need to orier the data and the presentation to areas 
familiar to the receiver, For these reasons particular attention 
will be civen to the newer practices in recortinz, Much in- 
formation is readily available on the standard financial reports; 
such as the balance sheet ani the profit ani loss statements, 
These reports were designed to show the financial position of 
the company ani the effect of operations on the financial 
position, respectively, ‘while each of these reports does play 
an important part as a control measure, especially when esti- 
mated reports are jeveloped, it is felt that a study of the 
more recent trenis has more merit at this time, 

Every organization requires internal revorts that 
are injivijiually tailored to its needs, No ricid classifica- 
tions can be made of these reports, but for purposes of dis- 
Cussion we will use the term operatins rsports as the category 
comprising control an’ informational or staff reports, The 
control report implies that a standard, forecast or budcet has 
been previously deternined an! that resularly deviations from 


the plans are reported, The frequency of the report is de- 
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ajent on the subject matter an the desires of management, 
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is type of report is in grest favor in practically all types 

P business operations, as well as government tojay, Those 

/ Ri rortogs that have not taken time to Jevelop a plan for the 

- future often use past performance as a basis for comparison, 

For example, & comparison is made between the current monthly 

met sales with the net sales for the same month last year. 

While this type of control report is lookinzs backward it is a 

beginning ani the next step in efficiency will be easy to take 

 gince it involves the development of a pla. ned sales fisure and 

@ measuring of the actual with the planned look to the future 

att than to thz past, 

The control report is normally used as a yardstick 

: for control of operations by indicating areas that need corrective 
stion. The bulget is the oldest ani mo3t freiuently used of 

ere media, If the company buiget is an integrated 

‘financial plan it adapts itself readily to use as a control 

ice, It will anticipate the knotty problems to be met by 

he business,..Only as it is athered to by top, miidle and 

all other management jocs it take on a real meaning, Such 

@ooperation can be expected only if the ficures contained 

1 have real meaning to them, Each manuger or foreman 


uld elther prepare his own preliminary buiget or should 


b the chief advisor in determining his potentisl performance, 
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31 
He then feels a responsibility for meeting that potential and 
will assume an attituije of satisfaction in improving on his 
own estimate,+ 
A modern refinement of control reporting is the develop- 
ment of the control chart, 
Thies chart is designed to do two things: 
1, It compares actual performance with a predeter- 
mined standard of performance, 
2. iIt indicates whether variations from the standard 
index are significant, 
The chart is simple to develop statistically, It consists 


of two horizontal lines known as the upper control limit and 





the lower control limit. These lines are equidistant from 








the standard index line and are located along a vertical axis 

at values previously determined as the outer limits of accept- 
able deviation from the standard. Actual data is then plotted 
on this form, Points which fall beyond the control limits are 
said to be out of control. Installation of this type of pre- 
sentation requires the services of some one versed in statistics, 
Once established, any intellisent clerk can plot the actual 
figures, The simplicity of the presentation provides for rapid 


recognition of danger areas, Neither this nor any control 





13, L, Pierce, "The Budget Comes of Age," Harvard 
Business Review, Vol, 32, No 3, (May-June 1954) pp, 58-66. 
ey. L. Jones, Statistical Techniques for Managerial 
a A paper presented at a Quality Control Conference, 
icago, Illinois. Reprinted by Air Force Advanced Management 
Progran, 
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32 
device will correct not-standard performance. It does aid in 
pointing out deficiencies, 

An even newer statistical approach to control is 
provided through “operations research," Mathematical and 
scientific formulae are applied to provide concrete solutions 
to the everyday problems confronting the modern executive,+ 
These problems are usually not simple, but involve decisions 
which effect other problems as well, The general nature of 
the problems is to find the best solution for spreading limited 
resources among a number of competing demands. Typical examples 
are; | 

1. To find the shipping program that will sive the 

lowest freight cost, 

2. What products to make and what processes to use, 

3. How to get lowest cost production, 

4. What the most profitable combination of price 

and volume is. 

The installation of this technicue requires the assist- 
ance of specialists in learning its application, Once management 
has become accustomed to basing its decisions on factual inforn- 
ation, intuition moves back in importance as a basis for decision 
making, ? 


Informational or staff reports are intended to present 


and interpret facts to management for use in planning and policy 


lf, G. McGowan, "Modern Tools for Better Management, " 
Dun's Review of Mojern Industry, October 1953, p. 53. 


famerican Management Association, How H, J, Heinz Manages 


iis Financial Planning and Control, Financial Management Series, 
o. 106, (New York: 1953 


2A Henderson & R, Schlaifer, "Mathematical Programming, " 
Harvard Business Review, Vol. 32, No. 3,(May-June 1954) pp 73-100. 
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33 
determination, 1 | 

The best known of the informational internal reports 
4s the trend report which compares current operations with those 
of other periods in order to point out changes, For example, 
in a rapidly expanding company the relation of each of the 
components of the current assets or liabilities to the total 
assets or liabilities respectively; even more significant, 
perhaps, is the changing relationship over a period of time 
between cost of goods sold and net sales, 

Many companies today believe that the ultimate measure 
of financial success of a business establishment is the return 
on the investment employed, The DuPont Company, considered a 
very progressive corporation by management engineers, as well 
as by other corporations, is an ardent advocate of this belief. 
The formula for determining their return on investment is to 


multiply the Turnover by Earnines as per cent of Sales, Turnover 





is Sales divided by Total Investment, Earnings as per cent of 


aT Sana 





Sales, of course, is Earninss divided by Sales, In multiply- 
ing these two fractions the Sales cancel out and we have left 
Barnings divided by Total Investment. DuPont leaves Sales in 
the final picture in order to develop what they believe to be 


an important trend ratio. The entire Chart system which has 





lHeckert & Willson, op, cit. p. 90, 


american Management Association, How the DuPont Organi- 
mation Appraises its Performance, Financial Management Series, 
New York: 1950) p. 
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34 
been used so successfully at DuPont for almost thirty years is 
pased on the Turnover on Investment Formula, 

Very closely related to the trend report is the analyt- 
ical report which deals with the make up of current assets, of 
the investments, or in analysis of selling expenses, et cetera, 
In both the trend ani the analytical report percentages may be 
used entirely. The introduction of this statistical refinement 
must not be made if it confuses the issue in any way, 

Typical of the reports used to keep management informed 
are those of the Carrier Corporation, The Carrier Corporation 
among other things manufactures air conditioning units and is 
in a highly competitive field, The close control of all phases 
of operations is mandatory. Management follows operations by 


means of the following reports: 


Garrier Corporation 
A&A LIST OF PRINCIPAL MANAGEMENT REPORTS 
1. Long-range forecasts 


a, Sales forecast, by divisions and by products 
b. Forecast of operating results 
c. Forecast of financial position 


2. Annual budget, presented in the form of a profit and loss 
statement and balance sheet by months, supported by de- 
tailed statements of sales, costs, expenses, and planned 
capital expenditures 


3. Directors’ revort, a monthly commentary report on opera- 
tions with supporting balance sheet, profit and loss 
statement, and surplus statement 
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35 
4, Other monthly opsrations reports 


Division 

District 

Product profit and loss statement 
Comparison of job costs with estimates 
. Reports of activities by division heads 


Q2maao0of 


5. Special reports to the management group 
a. Covered by summaries 


i, Weekly activity report 
44. Weekly report of actual prozress compared to 
planned progress in bringing out new products 
441. Monthly expenses as compared to budget 
iv. Analysis of inventory position 
vy. Monthly comparison of financial position 
with forecast 
vi, Monthly report of status of receivables 
vii. Reports of variations from standard costs: 
separate reports on material variance, labor 
variance, and various controllable expenses 


b,. Received "as is" 


4, *Weekly summary of field reports on the business 
outlook 
ii. *Weekly report of orders booked 
1i1,. *Weekly report of shipments 
iv. *Weekly report of inventories 
Vv. Report of appropriations 
vi. Daily report of financial position 
vii, Report of total employed and turnover 
viii. Monthly report of prospective business 


*#Reviewed in considerable detail at regular weekly meetings of 
the Officer's Group. 

The need for presentation of all types of reports to 
top level managenent has long been felt, but the extension of 


this aid to good business practices to the middle management 





lava, Reports to Top Management, op, cit. pp 37-38. 
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level is fairly recent. Many large companies, even today, do 
not see the need to pass any information to the minor supervisor, 
or foreman, It is with this foreman, however, that control 
begins, He is responsible for saving, through efficiency, in 
both material and man power usage, Improper use of machinery 
can certainly effect the net worth of any corporation, He is 
that part of management who builds morale among the workers, 

who passes on or creates spirit and enthusiasm among the in- 
dividual performers, 1 

What types of information should be provided this 
level? Obviously, the answer is "that type of information it 
needs to function properly." Such information should include: 

. . etabor efficiency report designed to measure 

productivity in either hours or other units he will 
readily understand; report on material usage and scrap; 
production forscast; production schedules and, at least 
one overall report showing what the ty of the company 
is doing in relation to his specialty,@ 

A report may meet every criteria of a goo1 report, a 
reporting system can include all the factors of an effective 
reporting system, but to serve as a key to management control 
all this is of no avail if it ls not understood and accepted by 


the receiver, Presentation of a report misht be compared to a 


television program, 


lueckert & Willson, op, cit., p. 414. 


>, ¢. Suhr, “Increasing Foreman Effectiveness with 
Management Reports, The Management Review,, Vol XLII, No, 3, 
(March 1953). 
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For a program to be effective three things are 
essential: The receiver must be tuned for reception, 
the transmitter must be tuned for senjiing, ani you must 
select the best wave length, 


In selectinz the medium through which @ report can 
best be presented the reporter has several choices; 


The written approach 

Flash statistics - Monthly Summaries 
Flash Analysis - Statistical highlights 
Analytical review - Statistical review 
Reference Book - Statistical data book 
Personal approach - Oral report 
Verbal approach - Briefing session 
Visual aid approach 

a. Briefing session 

do, Charts, eraphs, etc 

ec. Chart Room 


CON AU Ol 


The current trend in presentation is toward the visual 
aid approach, Without doubt visual presentation is the most 
effective means of bringing important facts and relationships 
to the attention of officers, directors, ani top management 
. - . Lnformation that must be ferreted out of a conventional 
budget is revealed by a glance at a graphic budget .9 

50 much emphasis is given to the possibilities of 
presenting cumbersome statistics by means of graphics that 
anyone responsible for effective reporting should have some 


authentic guide lines immediately available or the zealous 





ly, J. Dooher & V, Marquis, Effective Communication on 
the Job, American Management Association, (New York: 1956) p. 86. 


ey. Ss, Navy, To Communicate Topside, Handout, Navy 
Comptroller Development Course, (September 1955), (No pages 
indicated), 


yy, J. Eiteman, Graphic Budgets, (Ann Arbor: The Masterco 
Press, 1949), p. 107. 
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graphics enthusiast may over-sell the program, Realizing 
this the Army has done extensive research in this line and 


has summarized their findings in a chapter entitled Graphic 





Presentation in a publication of Standards of Statistical Pre- 


gentation, 
According to this study graphics have four important 


uses3 


1. To emphasize the main numerical facts, 

2, To uncover facts that micht be overlooked in 
text or tabular presentation, . 

3. To summarize a cumbersome mass of tabular data, 

4, To add variety to text or tabuler material, 
thus making the report more interesting to look at and 
easier to read and understand, 


In statistical presentation, uses 1 ani 2 are the 
main reasons for using graphics: 3 an3 4 are usually 
added to the report as by-products of l and 2, By 
itself, use 4 is seldom sufficient reason for using 
graphics, 

The visual aids approach has certain advantages and 
disadvantages which should be recognized in considering whether 
to use graphic presentation or not, The following is presented 
as a quick check-off device: 

PROS AND CONS OF GRAPHIC PRESENTATION 
Advantazes 


1, QUICK: Shows the main feature of the data ata 
glance, 


2. FORCEFUL: Carries much more emphasis than text 
or tables, 


ly, S, Army, Standards of Statistical Presentation, 
(Washington, OCS, Army Headaquerters, March 1955) p. 3. 
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3, CONVINCING: Proves the point instead of mere stating it. 


4, COMPACT: Packs a lot of information in a small space, 
5. INTERESTING: Easier to look at than text or tables, 


~er 
™ 


Disadvantages \ 
lL. TECHNICAL: Some readers not faint Liar with statistical 


graphics, 
2. DEMANDING: Takes special "inof how™ to design effective 
graphics, , ae et : 
| , et 
5, COSTLY: Taxes more time, ele help. 
i | 


4, NOT ALWAYS USABLE: Some data’are’ 


not suitable for 
graphic presentation, , 


5. NOT PRECISE: Cannot be quoted like text or tables, 

When the mr disadvantages have all. been weighed 
and seem to present no disproportionate sittend Aerious consider- 
ation should be given to this type of pre etkedven because it 
has much appeal. In studyinz the learning process it has been 
determined thet learning through seeing is 87% effective alone, 
while hearing is only about 7% effective alone.@ 

It is just as necessary to give great thought to the 
selection of the right kind of graph or chart as it is in pre- 
paring the written revort. Basically a chart should tell only 
one thing, It should be complete in itself, but usually does 
accompany some sort of data, or tabulated statistics, Since 


Specialists are usually employed to design the one best chart 


for the situation, we shall go on with one word of warnings: 





lipid id, Pp. 3. 
Dooher & Marquis, op, cit., p. 36. 
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CHAPTER V 
THE COMPTROLLER'S RESPONSIBILITY FOR REPORTING 


The comptroller has sometimes been described as the 
Company coordinator, The functions of the comptroller have 
been listed by many writers and groups, Perhaps the most often 
guoted are those defined by the Controller's Institute, From 
one of these listings of six paragraphs the following pertin- 
ent quotations are takens 


. « tO report... the results of operations 

to all levels of managenent, 

To ... report on the validity of the objectives 
of the business and on the effectiveness of its policies, 
organization structures and procedures in attaining 
these objectives, 

» « e tO report to governmental agencies as requested, 
To ... report on the effect of external inf lugnees 
on the attainment of objectives of the business, 


The Standard O11 Company of California instigated a 
study to determine the relation of the Secretary, Treasurer, 
and Comptroller in leading American companies which were re- 
cognized for their excellent management practices, A summary 
of this study lists the basic functions of the comptroller as: 

1. Aee@ounting .... 

@o Auditing... » 

3 e Taxi nes e Cd ® 

The interpretative function, inclujing the pre- 


paration, analysis, and explanation. of financial facts, 
figures, and statistics to assist the directors, officers 


lo, A. Smith & J, G, Ashburne, "Internal Blueprint: The 
Controller Reports to Top Management," The Controller, (Decen- 
ber 1951) p. 558. 
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and general management of the company in the formulation 
of plans and policies, the measurement of results or 
other purposes of internal or external use... 

The basic function of the comptroller is to take 
accounting out of its straight jacket; so that it can be 
used by practical management, 

According to the by-laws of the U. S, Steel Corporation 

included in the comptroller's duties we find 
. he shall be the principal officer in charge of 
accounts of the company. .. He shall prepare and interpret 
all statistical records ani reports and all financial 
statements and ryperte of the company whether for internal 
or external use, 
The President and General Manager of General Foods, 
Ltd., Toronto, recently stated that 

- . . Lhe controller must be an executive able to 
report clearly and meaningfully to us the deviations from 
the plan, He'll give us: 


Facts and information on which to base decisions, 
Tools for me in my function of coordinating and planning .4 


it appears from this that the comptroller is generally 
considered responsible for the reporting function in industry. 
His responsibility for interpreting results also seems to be 


universal in industry. 





13, H, Jackson, The Controller: His Functions and Or- 
ganization, (Cambridge: Harvard University Press, 1948) p. 20. 


Ibid, p. 28, 
Ibid, p. 21. 
H, P, Buetow and L, A. Miller, "The President Looks 


at or Controllership Function," The Controller, (March 1956), 
p. 159. — 
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The success of a business depends upon management's 
decisions, These should be based largely on facts and 
their interpretation, supplied by the controller's 
department, 


The comptroller cannot be an automation, as the old 
accountant is pictured, but must be a "human engineer bridging 
the gap between a mass of meaningless figures and their trans- 
lation into purposeful activity."2 

The controller's responsibility on reports is to 

supply information at reasonable intervals irrespective 
of whether management acts upon it or not. Many times 
management desires to be alerted to situations, but de- 
sires confirmation of a development before acting. A 
controller who is truly a part of management does not 
hesitate to note unsatisfactory conditions; nor does he 
hesitate to supply his analysis of significant Leyes 
reflected in the month-by-month operating figures, 

Management as a group shares with the comptroller the 
job of establishing good reports, 4 This point was stressed by 
Mr. Van Pelt, the Comptroller of Kendall Company, when he stated 
that his responsibility was to design in finished form the 
reports that were desired by the operating Committee of which 
he was a member,9 

When analyzing reports the comptroller should be 


notivated by the following answers to the questions as to 


TH. F. Walton, Controller's Reports to pa | 


(Controllers' Institute of America, New York, 1949), p. 22. 
PHeckert & Willison, op, cit., p. 424. 
PNeumann, op, cit., p. 468. 


+sutherland, op, cit., p. 175. 


3, W. Van Pelt, III, Lecture to the Navy Graduate Comp- 
trollership Group, GWU, (Washington: April 4, 1956), 
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Ady 
why, what, when, to whom, where and how to report. 
Why? To aid the boss in reaching sound decisions, 
What? <A critical examination of facts to evaluate progress 
and deficiencies, 
When? Continually - present results periodically. 
To Whom? It's everybody's business, 
Where? At all levels of organizational responsibility. 
How? By careful planning -Therough preparation - effective 
presentation, 

Within the Navy, the directive which promulgated policies 
for the establishment of comptroller organizations in bureaus, 
headquarters offices, major administrative fleet commands and 
field activities of the Navy and Marine Corps emphasized the 
analysis and interpretative components of the reporting systen; 
assigned the comptroller responsibility for improving budget 
formulation and execution through collection and utilization of 
accounting and program data at all organization levels; and 
required that he provide concisely to the commanding officer the 
basic data essential for efficient economical and effective 
management,“ 

A close review of the functions assigned to the Navy 
Comptroller shows him in a position analogous to that of the 
corporate controller, 


The Navy Comptroller has the responsibility for keeping 
Navy Management informed, To do this effectively he has 





ly, S$, army, A Practical Guide to Review and Analysis, 
op, cit. | DP. 58, 

“secNav Instruction 5400.4, Establishment of comptroller 
organizations in bureaus, headquarters, offices, and field 
activities of the Navy and Marine Corps, 18 November 1953, 

p. 1 Snel, i. 
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465 
established a routine system of progress and statistical re- 
ports using the budget and related data as the basic document, 
The terminology used is geared to the desires of the individual 
receivers, whether it be the Bureau of the Budget, the Secretary 
of Defense, or Consress, Under the current system all statistics 
are based on the actual accounting records maintained by the 
responsible appropriation administrators, but all data going 
outside the Navy must be cleared through a centralized agency, 
the Navy Comptroller, 

The form of reports presentation include oral, written, 
tabulated data, statistical summary cards, statistical high- 
lisht charts, reference data books and any other form which is 
considered by specialists trained in presentation methods as 
being the best media for the particular situation, Since the 
Navy's finencial system follows the organization pattern re- 
portinz through normal communication channels is axiomatic. 

Mr, Lundell, Director of Prozress Reports and Statis- 
tics Division of the Navy Comptroller Office, stressed the 
Necessity of establishing and identifying a plan before pre- 
paring any report; the need to design the report and the pre- 
sentation media to follow prosress according to plan; and the 
advisability of making decisions on basis of comparison between 
the original plan and actual data, This latter criteria does 
not preclude including revised plan data, but executives need 


to kmow how accurately forecasting is being done, Working on 
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46 
the basis thet the boss may be too busy to digest detailed 
statistics, but that he must be kept informed the Navy Comp- 
troller prepares a Monthly Summary Reference Data Book bullt 
up on a headline approach idea wherein the title tells the story. 
Each top executive receives a personal copy with items of special 
interest to him red-pencillea,? 

From this discussion it can be seen that the reporting 
system to top management of the Navy is designed around the 
basic criteria for effective reporting, Responsibility for 
reporting to middle and lower levels of management in the Navy 
is the responsibility of the bureau and field activity comp- 
trollers, Under this decentralized system each bureau has 
designed its own reporting system aroun? the criteria directed 
by higher command and the requirements of their iniividual 
executives and activities, 

The factor of report's control is not an essential 
function of the Comptroller's organization in the Navy, but is 
administered by the Management Staff of the Administrative 
office of the Secretary. As previously mentioned the decentral- 
ized responsibility in the Navy reporting system and the inter- 
mingling responsibilities between the shore establishment and 
the operatins forces complicates installation of control 


measures, 





lur , EB, D, Lundell, Lecture to Navy Graduate Comptroller- 
Ship Group, George Washington University, April 13, 1956, 
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Whether it be in a commercial type organization or 
in the government the comptroller responsibility in the report- 
ing system extends beyond the preparation of the report. Mr, 
J. B. Heckert has summarized the controller's reporting re- 
Sponsibilities quite accurately: 

Preparation of reports does not in itself complete 

the responsibility of the controller or buiget executive, 
He must know his company, its policies and methods, , , 
He must know their difficulties and be sympathetic with 
their problems, ,. .He must not assume the role of chief 
executive, but he should attempt to interpret the policies 
and program of the company as the chief executive would 
like them to be known and followed, 
Only through constant participation in the atmosphere where 
management problems are considered can the comptroller be most 
effective. 

The controller must be a part of management, and must 
be so considered by other members, He must use and under- 
stand the reports and statements that he can be sympathetic 
to the needs of the rest of management, He must educate 
management to the best use of management Senteeole supplied, 
and must persuade management to use then, 

While the controller must be thoroughly familiar with 
the organization of which he is a part his responsibility in 
reporting is limited as is so well described by Mr, Vatter: 

but he cannot serve effectively as a controller 


if he attempts to take over the responsibilities which he 
1s supposed to check and report upon, 





13. B, Heckert, Business Budgeting ani Control, (New 
York: The Ronalj Press, 1946) p. 459, 
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CHAPTER VI 
CONC LUTIONS 


The elements of control have been described as; 


1. Organization structure 

. Procedures 

. Accounting and other records 
Reports 

. otandards of performance 

. Internal auditing! 


AU Fl 9 


Each of these elements plays a significant role in 
successful operation of any activity, but they are merely 
tools, Organizations are successful or not because of the 
people in them, Zach of these tools must be geared to the 
specific operation concerned, The procedures prescribe the 
routines to be followed to operate effectively, Accounting 
and other records have control value only when the individual 
transactions have been carefully screened ani have channeled 
into timely summary reports, Standards of performance can be 
meticulously engineered yardsticixs for performance measureuent, 
but they are meaninzless if not understood by the management 
level that uses and interprets them, Internal audit relies 
for its effectiveness on reporting of the finiings to the proper 
people, The organization structure is the framework that pro- 


vides communication channels, Some way these elements must be 


ee a 
Cadmus and Child, op, cit. p. 15, 
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49 
coordinated into working units, This can be done through com- 
plementing them with a dynamic system of reports designed to 
provide the intelligence to management which can be gained 
throush their several applications, 

It is almost impossible to overemphasize the impor- 
tance of reports as a medium of administrative informa- 
tion and control, The role of reports is so jamardant in 
business that no supervisor can neglect then, 

No system for providing management with information 
can replace need for judgment, vision, resourcefulness and 
skill in human relations on the part of management, 

Successful application of the reporting system can 
bring out the qualities of an executive by making him 
better informed and by focusing his attention on the 
factors that have a major bearinc on profit results,< 

Mr, MeGinnis, Manager of the Control Section, Koppers 
Company has expressed the relation of reports to other control 
measure as ", . ,Reports should be looked upon as management's 
means of measurinc the effectiveness of all other means of 
control ani of doing something about the future,"5 

The ultimate potential of reports as a control media 
then is dependent on a number of factors: 

1. The ability of the reporter to prepare anid present 


@ good report which is concise, complete, factual, timely, and 


Simple and that fulfills the objective for which it was designed, 





tpi, p. 25. 
fadams & Neuschel, op, cit., p. 145, 
5Reports to Top Management, op, cit., p. 55. 
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2. The development of a reporting system tat provides 
Complete coveracze of operations ani points-up danger areas in 
the normal course of preparation, but which incor»rorates enough 
flexibility to provide quick information when any special 
situation arises, 

3. The defining of the responsibility for the pre- 
paration and control of reports in one individual with the proper 
sensitivity, trainins and ability to proJjuce objective analysis 
in a clear logical manner; who unierstanis the organization; 
who has an appreciation of the responsibilities ani comprehensive 
@apabilities of the various levels of management; ani who keeps 
abreast of the most recent developments in statistical and other 
reporting. | 

4, A receptive attitude on the part of management to 
attain the maximum benefits from the reporting systen, 

Controllership summarizes by means of the financial 

ani operating statewents and supplementary reports, and 
these are the two principal tools of management control, 
Really effective controllership goes further: it analyzes 
ani interprets plans and facts and offers constructive 
criticism, and by means of formal reports or informal 
discussions it keeps constantly before management the 
important trends reflected in the plans and records of 
the business, 

The potential importance of reports as a control device 
for management seems obvious, Few people in administrative 
Capacities in government have not felt the burden of reporting 


ym 
R, Anderson, a 


: ; acti ontrollership, (Chicago: 
Richard D, Irwin, Inc., 1949), p, 
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reauirements for which there seemed no valid reason, Dr, 
Morris E, Hurley of Syracuse University has provided an optimis- 
tie viewpoint for such situations and also a fitting con- 
elusion for this study, 
Many leading business administrators who climbed 

the ladder of success at an early ase with surprising 

ease attribute their first “break” and a goodly portion 

of their subsequent success itself to their trainins in 

the writing of effective business reports ,. ..,. It is 


difficult to over-emphasize the fundamental importance 
of business reports in the art of business administration,1 


a : 


Iu, E. Hurley, Elements of Business Administration, 
(New York: Prentice-Hall, anc,, 1955), Dp. 525, @+&°&=*« © © 
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